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Americans of most economic classes are experiencing difficulty in
climbing the economic ladder. Half of them have no, negligible, or
negative investable assets, just as the price of entry into the economic
mainstream — for example, the cost of purchasing a house, obtaining an
adequate education, or starting a business — is increasing. At the same
time, sweeping welfare reform legislation is challenging states to help
millions of families become self-sufficient. Individual Development
Accounts are a new policy tool directed toward enabling struggling
families to build assets and achieve economic well-being.
What are IDAs?
Individual Development Accounts (IDAs) are the centerpiece of a
new asset-based strategy designed to build enduring escapes from
poverty. Introduced by Washington University Professor Michael
Sherraden in his seminal book, Assets and the Poor (Sherraden 1991), IDAs
are savings accounts whose proceeds are restricted to high-return
investments, such as post-secondary education and training, starting a
business, or buying a first home. They are designed to increase the
savings of the working poor, welfare recipients, and others who do not
have enough income to participate fully in IRA-type savings programs.
IDAs do this by matching the savings of lower-income account holders
on a sliding scale using both public and private funds. IDA programs are
typically organized at the local level by community-based organizations,
with accounts held by a local financial institution. In addition to helping
participants accumulate savings, a key feature of any IDA program is a
strong "economic literacy" component designed to help participants
learn the basics of money management, budgeting, using credit, and the
importance of saving.
Why IDAs?
One of the clearest failures of welfare-to-work policies to date is
that we help raise families just to the poverty line, but not above, leaving
them without a cushion, and therefore one sickness, accident, or divorce
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away from falling back below the poverty line.
When families accumulate even a small pool
of savings, they are buffered from the illnesses
and accidents that otherwise become crises,
have the luxury of imagining a future brighter
than the present, and are able to plan and
prepare for that future, and ultimately to
invest in themselves and their children.
In this country, though, the distribution
of assets is more unequal than the distribution
of income. While the top 20% of Americans
command 43% of national earned income,
thev control 86% of net financial assets (see
Figure 1). Moreover, almost one-third of
American households have no or negative
investable assets, including over 60% of
African-Americans, 54% of Hispanics, and
62% of single-parent households (Oliver and
Shapiro 1995:87).
In the South, where median net worth is
just 79 percent of the national median,
ownership of wealth is also more
concentrated than income and is held
disproportionately by white families. In 1995,
median family income for white families was
$39,303; for black families, $25,476. Yet,
white families had median net worth of
$68,660 in 1995, compared to only $18,800
for black families. Moreover, in 1995, black
families in the South accounted for 41.8% of
all families in the bottom U.S. wealth quintile
(MDC 1998).
What is really disturbing, though, is not
only that asset inequality in the South and in
the U.S. exists, but that it is reinforced by
national policy. In 1996, the federal
government spent more than $200 billion to
subsidize asset acquisition for the non-poor in
the form of home mortgage deductions,
preferential capital gains, and pension fund
exclusions. Meanwhile, the federal
government penalizes asset acquisition by the
poor. For example, under previous federal
guidelines, in order to remain eligible for Aid
to Families with Dependent Children
(AFDC), families on welfare were permitted
no more than $1,000 in general assets. For
Food Stamp eligibility, the asset limit was
$2,000. Such regulations effectively bar
families from saving for education for
themselves or their children, starting and
owning a business, purchasing, or
rehabilitating a home, and owning a reliable
car to transport them to work.
IDAs address the deficiencies of the
current system by returning to the asset-based
policies responsible for America's greatest
periods of economic growth and prosperity.
Our long history of asset-building policies
includes the Homestead Act of the nineteenth
century and the GI Bill of the twentieth
century. The former provided land on the
frontier to stimulate economic growth. The
latter subsidized college tuition for war
veterans, who in turn drove our post-war
economic expansion.
Impact of IDAs
Owning assets gives people a stake in
the future - a reason to save, dream, and
invest time, effort, and resources in creating a
future for themselves and their children.
Professor Sherraden pinpoints the following
nine effects of asset-building:
• improved household stability;
• people become psychologically
connected with a viable, hopeful
future;
• stimulated development of other
assets, including human capital;
• people become able to focus and
specialize;
• a foundation for risk-taking is
provided;
increased personal efficacy;
increased social influence;
increased political participation;
and
• enhanced welfare of offspring.
The numerous IDA programs that are
just getting underway across the United States
will go a long way toward more precisely
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demonstrating and quantifying these benefits.
In the meantime, the evidence from similar
strategies designed to build the assets of
lower-income Americans is quite promising:
• The NeighborWorks Campaign for Home
Ownership, created by the Neighborhood
Reinvestment Corporation, was launched in
1993 and now involves over 100 cities
nationwide. NeighborWorks has enabled
8,310 families to own new homes with an
average cost per housing unit of $56,000
(Neighborhood Reinvestment Cor-
poration 1996).
• Business owners in the Self-Emplovment
Investment Demonstration (SEID), a five-
state microenterpnse demonstration project
comprised entirely ofAFDC recipients, saw
their reliance on AFDC as a primarv source
of income decrease 65%, and their reliance
on food stamps as a secondary source of
income decrease 62% from their time of
entry in the program. At the same time,
SEID business owners accumulated an
average of $4,867 in net business assets and
$8,738 in gross personal assets (Friedman,
Grossman, and Sahay 1995).
The Growth of IDA Programs
At last count, over 100 community-
based IDA programs across the United States
are either in operation, in an advanced
planning stage, or have completed operations.
This includes 13 sites that are part of the
American Dream Policy Demonstration
(ADD), the first large-scale test of the efficacy
of IDAs. ADD, which is being organized and
coordinated by the Corporation for
Enterprise Development, a Washington-based
nonprofit economic development and policy
research organization, will establish at least
2,000 accounts over a four-year operating
period.
Figure 1
THE ASSET GAP
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IDAs in North Carolina
Since January 1996, a broad-based
coalition of leading institutions in North
Carolina's community economic development
network, as well as key human service
providers, state agencies, local development
organizations, policymakers and
representatives from the philanthropic and
corporate sectors, has been working to
develop IDA demonstrations in North
Carolina. The national IDA movement has
progressed considerably in the two years since
this coalition, known as the North Carolina
Working Group on IDAs and Asset Building,
first came together. After a period of design
and public awareness raising, several
demonstrations are now underway:
• Small Cities CDBG/Homeownership-
IDA demonstration
On February 25, 1998, Governor
Hunt announced $240,000 in grants for a
four-site IDA demonstration program
that will help 1 60 North Carolina families
to purchase new homes. The
demonstration is a collaboration of the
state's Division of Community Assistance
(DCA) working with county governments
and local nonprofit organizations. Federal
money is provided to families through
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DCA's Community Development Block
Grant (CDBG) program and is
administered by the local governments.
The four sites are:
• Caldwell County and the Western
Piedmont Council of
Governments;
• Forsyth County and the Forsyth
County Housing Department;
• Buncombe County and the
Affordable Housing Coalition; and
• Beaufort County, Metropolitan
Low-Income Housing and CDC,
Inc. and the Community
Developers of Beaufort/Hyde.
• State-funded IDA demonstration
The North Carolina
Department of Labor, in conjunction
with the North Carolina Department
of Health and Human Services, is
managing a multi-year, multi-site
demonstration of IDAs funded by a
$600,000 appropriation from the
North Carolina General Assembly in
its 1997 session. This demonstration
will provide matching funds for a
minimum of 300 accounts, whose
proceeds may be used for business
ownership, first-time homeownership,
or post-secondary education/training.
In June 1998, 8 sites were chosen in
the first round of site selection for this
demonstration. These sites (with
permitted IDA uses in parentheses)
include:
• Community Developers of
Beaufort-Hyde/Metropolitian
Low-Income Housing and
CDC, Inc. (training, housing -
Hyde County only).
Note: this site was also funded
via the DCA demonstration.
• East Carolina Community
Development, Inc. in Carteret
County (housing, micro-
enterprise).
• Edgecombe County Department
of Social Services (training,
housing).
• Experiment in Self-Reliance,
Inc. in Forsyth County (training,
housing, microenterprise).
Note: this organization is
working in conjunction with the
Forsyth County Housing
Department which was also
funded via the DCA
demonstration.
• Lexington Housing CDC in
Davidson County (housing).
• Mecklenburg County
Department of Social Services
(training, housing, micro-
enterprise).
• Northwestern Regional Housing
Authority (Alleghany, Ashe,
Avery, Mitchell, Watauga,
Wilkes and Yancey counties) —
(training, housing).
• Southeastern Community
College in Columbus County
(training, microenterprise).
• City of Durham demonstration
The City of Durham has committed
$50,000 to a homeownership-IDA
demonstration for lower-income Durham
residents. This demonstration is being
organized in cooperation with the
Affordable Housing Coalition and
Consumer Credit Counseling Services and
will fund up to 50 accounts. At present,
several account holders have been
enrolled and begun saving.
In addition, IDAs have been recognized
in North Carolina's state welfare reform plan.
The state's Work First State Plan specifies that
"counties may establish their own IDA
projects locally as described in their local
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block grant plan." This inclusion of IDAs in
the state plan means that: 1) counties may
choose to use TANF funds to match savings
in IDAs and 2) all money saved by the poor in
IDAs will be disregarded from affecting
eligibility for public assistance.
How To Support IDAs in North Carolina
As the IDA movement continues to
expand in North Carolina and nationwide,
there are a number of ways that interested
individuals and organizations can become
involved:
• Inform yourself and your organization.
To learn more about IDAs as a tool for
increasing the self-sufficiency of lower-
income families, visit the IDA Learning
Network at http:///idanetwork.org, the
Corporation for Enterprise
Development's (CFED) website at
http://www.cfed.org, and the website of
the Center for Social Development at
http://www.gwbssw.
wustl.edu/~csd. In addition, by
contacting CFED's North Carolina office
(see Editors' Note), you can sign up to
receive both the Assets newsletter, a
national publication on IDAs, and Assets
and Independence, a periodic newsletter
about IDAs in North Carolina.
• Participate in an IDA program
locally. IDA programs typically rely
on a variety of partners to carry out
the numerous functions that are part
of IDA programs. These include
participant recruitment, economic
Literacy training, raising matching
funds, and account management. If
your organization has resources or
expertise in one of these areas, you
may want to consider partnering with
a local organization that is either
currently operating or in the process
of developing an IDA program.
• Develop your own IDA program.
Your organization may also choose to
design and operate your own IDA
program. A great resource for
organizations considering this
approach is Designing Your Own
Individual Development Account
Demonstration: An Information and
Resource Handbook for Community-Based
Organisations. To order your copy,
contact CFED's Washington office at
202-408-9788.
In addition, state or local policymakers
should consider the following ways to support
IDA programs:
• Dedicate TANF funding (at either the
state level or the count}' level) to
match the savings of welfare recipients
who open IDAs.
• Allocate a portion of the Welfare-to-
Work grants (forthcoming from the
U.S. Department of Labor) to match
savings in IDAs.
• Require or encourage employers to
contribute to the IDAs of welfare
recipients whom they hire as
employees and for whom they are
receiving a wage subsidy.
• Develop additional options for
matching IDA savings, including tax
incentives or job training funds.
• Fund evaluation and monitoring
efforts designed to track the costs and
returns of IDAs.
• Support community organizations that
assume the counseling, education,
monitoring, and enforcement
functions of IDA programs.
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